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REAL ESTATE ACTIVITY 


LTHOUGH it hasbeen a score of years since we discovered the national real 
A estate cycle, we have never once relaxed our efforts to add to our basic data 

and to develop local and regional activity patterns. While we have barely 
scratched the surface, our file of information-has grown enormously, and in this is- 
sue of the Analyst we are publishing the fruit of two decades of intensive research 
in the field of real estate economics. 


Even though the national real estate activity index is an extremely useful barom- 
eter of market pressures, the local and regional patterns are even more valuable, 
especially when they can be compared with the national index. Consequently, our 
chief aim is to build up as much local information as possible. , 

On the following pages are charts showing real estate activity in 56 cities. Most 
of the charts go back to 1933, but in a few cities the data are available for only two 
or three years. Those cities that do not go back to 1940 are not compared with the 
national average because the local figures must be carried back at least that far 
before a comparison can be made. The city of Omaha is not comparable with the na- 
tional average because the index for that city is made up of “for sale” ads in Omaha 
newspapers. This is not a particularly reliable index but it is the best now available 
to us. 


The charts on pages 382 through 384 show the various regional patterns of real 
estate activity. We have also shown the national real estate activity on page 384 for 
purposes of comparison. The reason we have placed this chart in such an apparently 
inappropriate position is in order to facilitate comparison with each region. This 
placement makes possible comparison with the other two charts on the same page 
and, by folding page 384 back, the national average chart can be fitted below any of 
the other four charts appearing on pages 382 and 383. 


Over the long pull there is a very close correlation between the booms and de- 
pressions of the different regions. It will be noticed that during each boom some 
section of the country is particularly outstanding. In the present boom the South- 
west region has had the most spectacular real estate activity, and its two recovery 
periods, the first in late 1947 and the second in late 1948, have been quite vigorous. 
At present it appears that this region is well on its way into another period of strong 
recovery. Prior to the present boom the most active region has been the Pacific 
Coast. Its recovery periods during this boom, however, have not been nearly so 
strong as those enjoyed by the Southwest. It should be pointed out that the declining 
side of the real estate cycle is nearly always characterized by these periods of re- 

(cont. on page 383) 
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FARM INCOME CONTINUES TO DROP 


URING the first 7months of 1949 cash receipts fromfarm marketing reached 
1) slightly over $14.0 billion, compared with $15.4 in the same period of 1948. 

This 10% drop for the country as a whole was not typical of the individual 
States. In fact, 15 States have shown an increase in farm income during this period. 
They are: Maine, Delaware, Maryland, South Carolina, Florida, Kentucky, Alabama, 
Mississippi, Arkansas, Louisiana, Wyoming, New Mexico, Arizona, Nevada and 
Washington. The increase in these States was due mostly to higher incomes from 
the marketing of crops rather than higher incomes from the marketing of livestock 
and dairy products. Of the crops that have caused these rises, cotton contributed the 
most, During January-July 1949 cash receipts from the marketing of cotton increased 
45% over the same period in 1948. Cash income from marketing potatoes and citrus 
fruits also increased, as did the income from the marketing of feed crops. 


The chart on page 392 shows cash income from farm marketing from 1937 through 
July 1949. One cheerful feature of this chart is the manner in which government 


payments have been dropping. In July of this year they attained their lowest level 
during the period covered by the chart. 


The outlook for prices of farm products continues to be a hodgepodge of ups and 
downs. Hog prices are expected to be lower this fall due to the big spring pig crop. 
On the other hand, good beef cattle are likely to continue to bring steady prices for 
a while at least. Due primarily to the fact that nearly 30% more turkeys are being 
raised this year than last, the Thanksgiving and Christmas dinners can be expected 


to cost less. Although egg prices may rise in the next few months, a less than sea- 
sonal rise is expected. 


REAL ESTATE ACTIVITY 
(cont. from page 383) 

In order to get some idea of the future of real estate activity on the local level 
it is elementary to study the supply and demand factors that have been building up 
for the last few years. The most reliable indicator of demand is the rate of new 
family formation as evidenced by the local marriage rate. (See July 1949 Real Es- 
tate Analyst, pages 289-293.) To these families that are formed by marriage should 
be added the families that have moved into the area from outside. 


The supply side of the equation is, naturally, affected by the rate of new resi- 
dential construction and conversion. If residential units are provided at too fast a 
pace for them to be absorbed by the families moving into the area and by the new 
families being formed by marriages, real estate activity will eventually suffer from 
unusually high vacancy and unusually low rents. The degree to which activity will be 
depressed will depend upon the width of the gap between the supply and demand for 
residential units. (Our Construction Bulletin published quarterly shows the rate of 
residential construction in 140 metropolitan areas.) Unfortunately, a complete 
study of these supply and demand factors is not so cut and dried as we have inti- 
mated, The alert broker or mortgage lender can gain some idea of the coming real 
estate picture in his area by watching residential construction volume and the mar- 
riage rate, but these data are in turn affected by demolitions and conversions of 
residential units and by deaths and divorces, and by the net change in the number of 


families moving into and out of the area. 
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RENTAL UNITS ON THE INCREASE 


INCE the removal of rent controlson new units in mid-1947, the construction 
S of rental housing has played a far more important role than it did during the 

hectic period of 1945-1947. Normally, at least half of our nonfarm families 
live in rented units, so the existence of a healthy expanding rental housing market is 
vital to the welfare of the country. The rental market today is slowly expanding. A 
very large percentage of rental units are still under control and apprehension over 
the course our government may take is obviously keeping some rental housing entre- 
preneurs on the side lines. Despite this dampening effect, the amount of rental 
housing being constructed is increasing. 


In 1948 there were 117,900 multifamily units built. This is the largest number 
started in any year since 1929. Probably about half, or 23,000, of the two-family 
units started last year were also for the rental market; thus nearly 141,000 new 
rental units were added to the market last year. In 1949 we estimate that upwards 
of 170,000 new rental units will be started, 150,000 of them in the multifamily group 
and 20,000 in the two-family group. 


The chart below shows the number of one-family, two-family and multifamily 
nonfarm dwelling units started in the United States from 1920 through 1949. Naturally 
the 1949 figures are estimated. The red line running through the chart represents 
the percentage of multifamily units started each year. The high point was in the 
years 1927 and 1928 when 31.8% of all nonfarm residential units started were in 
multifamily buildings. The percentage for 1949 is estimated at 16.7%. 
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The chart above shows the changes that have taken place in farm financing since 
1910. In that year the financing of farms was carried on almost entirely by indi- 
viduals and banks. Since then other financial agencies have come into being and 
have played a major part in farm loans. The Land Bank and Land Bank Commis- 
sioner loans have played an outstanding part in farm financing, particularly during 
the mid-thirties. Banks and insurance companies have aiso increased their parti- 
cipation in farm financing. 


The chart below shows the principal lending groups that engage in nonfarm finan- 
cing. Savings and loan associations are the most important group in this field, fol- 
lowed by banks and individuals. During the last two or three years the participation 
by banks has been dwindling slowly. In early 1947 banks made 27.3% of the nonfarm 
loans, but by mid-1949 this figure had sunk to 20.3%. This drop has been offset 
by increased participation on the part of insurance companies, mutual savings banks 
and individuals. 
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BANKS’ REAL ESTATE HOLDINGS AT NEAR LOW 


HE chart at the bottom of the page shows the amount of real estate owned by 
aT banks inthe United States from 1865 to the present. This chart does not deal 

with mortgages but shows only the real estate owned outright. The dotted 
lines depict all real estate owned, including the premises of the banks and their furni- 
ture and fixtures. The solid lines show the value of all real estate owned by banks, 
excluding the premises of the bank. 


In examining this chart, attention should be focused on the two scales. The blue 
scale at the left is to measure the rise and fall of the blue lines representing nation- 
al bank real estate values, while the red scale at the right deals with the red lines 
measuring the values of real estate owned by other banks. 


We believed last year that “outside” real estate holdings of other banks (solid 
red line) had reached their low point and would start leveling off. This, however, 
has not been the case. In fact, they have dropped even more rapidly. 


After reaching a low point in early 1948, the “outside” real estate holdings of 


national banks (solid blue line) began to rise and in June of this year reached $10.0 
million. 


The actual volume of real estate held by banks has fallen a great deal more 
than the dollar figures on the chart indicate. Naturally, this is because the value 
of real estate is at a much higher level than it has ever been before, while the dollar 
value of real estate held by banks is at or near an all-time low. Even though the 


value per building is higher than ever before, the dollar volume is far below any 
previous figure. 


We doubt whether the real estate holdings of banks will approach the level they 
attained during the mid thirties any time in the foreseeable future. 
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